; Ee Gen f 
aN ~\ i j 
; 


OS NAN Gevernarest 


wo, ces Publications 
CX ee Sk | 

so 

aly 

ed DS 

—= 

1" 9) 

SS 

—e) 

=~ 

——— 

==s 

—= a ) 

==~ overeignty-association 


—the contradictions 


Highlights of a Report 
in the series 


Understanding Canada 


a Government Gouvernement 
of Canada du Canada 


Preface 


This publication summarizes a study on the 
question of an economic association between 
Canada and an independent Quebec, as pro- 
posed by the Parti Québécois. It is published in 
the interest of encouraging public discussion of 
the issues concerning national unity. 


Copies of the full text of sovereignty-associa- 
tion—the contradictions may be obtained by 
writing to: 


Canadian Unity Information Office 
P.O. Box 1986, Station B 

Ottawa, Ontario 

K1P 6G6 


C.U.1.0./C.1.U.C. 504B (9-78) 


Digitized by the Internet Archive 
In 2023 with funding from 
University of Toronto 


https://archive.org/details/31761116351222 


sovereignty-association 
_-—the contradictions 


Introduction 


The Government of Quebec and the Parti Qué- 
bécois have stressed the importance of main- 
taining an economic association between an 
independent Quebec and Canada. Since a 
referendum on the question of independence 
has been promised, the nature of association 
must be made clear, and its possibilities and 
limits defined. 


The issue is so important that the people of 
Quebec will want unequivocal assurance that 
association is in fact possible, on terms that 
would support the present high living stan- 
dards. A radical break in the framework within 
which Canadians work together could cause 
severe hardships for all—particularly for Que- 
beckers. 


In examining the issues, it will be helpful to 
consider the various types of economic asso- 
ciation that already exist, especially in Europe. 
These include a free trade zone, a customs 
union, a common market and an economic and 
monetary union. 


Each one of these requires a degree of political 
integration among the member countries to 
make it work. The more advanced the form of 
economic association, the more political inte- 
gration is necessary. In the European Common 
Market, for example, complex bureaucratic 
structures have been established to administer 
the system, and member countries have had to 
surrender a degree of political sovereignty in 
return for the benefits they receive from 
association. 
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The Parti Québécois, in the course of its brief 
history, has successively favoured various 
forms of economic association: a “monetary 
union and common market’ (René Lévesque in 
Option Québec); a ‘“‘customs union possibly 
accompanied by a monetary union” (official 
party program in 1975 and the speech given by 
the party leader in New York in January 1977), 
and a customs union without further reference 
to the monetary question (official party pro- 
gram in 1977). Almost two years after the party 
gained power, the proposal of sovereignty- 
association for Quebec remains ambiguous 
and vague. 


Also, there are vital questions that have not 
been addressed by the Parti Québécois or 
addressed only superficially. What exactly 
would be negotiated, and how? What negotia- 
ting power would there be on the two sides? 
What would be the time limits? What would be 
the risks and costs of uncertainty during the 
negotiation period? How would the free circula- 
tion of capital and manpower be affected? 
Finally, would Quebec have to establish its own 
currency or would a monetary union with the 
rest of Canada be possible? 


Quebeckers will also want to reflect seriously 
upon another form of economic association— 
one that has been working successfully for 
more than 110 years—the Canadian Federa- 
tion itself. The report therefore reviews the 
extent to which the highly ambitious economic 
program of the Parti Québécois could be 
implemented within the Canadian Federation. 
The evidence is that Quebec could achieve 
most of the goals set for it by the PQ, without 
Quebeckers having to suffer the consequences 
of economic disruption and upheaval that 
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would inevitably result from secession. Indeed, 
it can be shown that some of the proposals of 
the Parti Québécois could be more easily car- 
ried out within the Canadian Federation than 
under the rules of a number of other forms of 
economic association, including the European 
Common Market. 


Those who support separation, pointing to the 
association experiments conducted elsewhere 
in the world, attempt to represent their propo- 
sal as a natural and normal development, and 
part of a worldwide trend. But, in other parts of 
the world, economic associations have been 
formed by independent states that desire 
closer co-operation and economic integration. 
How can this be related to the situation in 
Canada where one of the members of a wor- 
king economic unit expresses the desire to 
reduce the existing degree of co-operation and 
economic integration? 


The following is a summary of major questions, 
arguments and contradictions covered in the 
report. 


The Parti Québécois and the 
Concept of Association 


Evolution of the Views of the Hon. R. 
Lévesque, Premier of Quebec 


In his book Option Québec, Mr. Lévesque 
writes as follows: 


We suggest that Quebec place on the bargaining 
table a proposal for association to include a mone- 
tary union and a “common market” as well as their 
logical complement: co-ordination of fiscal policies. 


Mr. Lévesque has proposed that the Bank of 
Canada become a “joint venture” of the two 
associated states, regulating a common cur- 
rency in the interest of both. The common 
market proposal would ensure free trade be- 
tween Quebec and the rest of Canada and 
would require the establishment of a common 
tariff policy against the rest of the world. 


Mr. Lévesque recognizes that a monetary and 
customs union would require the co-ordination 
of fiscal matters. This co-ordination would be 
carried out by standing joint committees of 
government officials appointed by the two 
“states.” These joint committees would form 
“a well-integrated unit under a secretary gen- 
eral and would constitute the high administra- 
tive authority of the association. A court of 
arbitration would also be necessary.”’ 


In addition to the above, Mr. Lévesque also 
suggested in his book, published in 1968, that 
there could be complementary agreements on 
the St. Lawrence Seaway, the problems of 
minorities, citizenship and the free circulation 
of manpower. Further he suggested ‘‘regular 
meetings of joint councils of ministers and rela- 
tively frequent sessions involving delegations 
from the two Parliaments.” 


Mr. Lévesque has personally adhered to his 
concept of sovereignty-association. He took 
the same approach in his speech to the Econo- 
mic Club of New York on January 25, 1977: 


This new partnership could take the form, essen- 
tially, of a common market based on a customs 
union, permitting free passage of persons, goods 
and capital, as in the countries of Western Europe. 
Additionally, it the desire is mutual we are ready to 
go further, as far as monetary union, which 
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obviously would allow for political change to be 
implemented with a real minimum of uncertainty in 
economic affairs. 


Evolution of the Views of the Parti 
Québécois 


The program of the Parti Québécois, on the 
other hand, indicates a concept of association 
very different from that expressed by the party 
leader. In successive versions of the PQ pro- 
gram, the party and its organizers are increa- 
singly emphasizing the sovereignty content of 
the separatist program and de-emphasizing the 
details of economic association with the rest of 
Canada. ) 


For its 1972 congress the party prepared a 
brochure entitled Quand nous serons vrai- 
ment chez nous (When we are truly our own 
masters), the final chapter of which is devoted 
to Quebec-Canada relations. It contains the 
following passage: 


If the plans for monetary union should fail to materi- 
alize and all we had to arrange with Canada were 
our trade relations, we suggest that the initial agree- 
ments should go no further than a customs union 
combined with agreements on transportation. Co- 
ordination of economic or fiscal policies could wait. 


The most recent official program of the Parti 
Québécois presents an even more limited 
vision of economic association. All references 
to the monetary question are eliminated. The 
notion of an economic association is reduced 
simply to a customs union, but with a long list 
of exceptions obviously designed to guarantee 
certain advantages to Quebec. 


The exceptions are significant: 


e the agriculture industry in Quebec would be 
protected against excessive imports and a 
Policy of self-sufficiency pursued where 
possible; 


industrial production in Quebec, particularly 
in the iron and steel, engineering, machinery 
and motor vehicle sectors, would be protect- 
ed and outside participation excluded from 
the industrial sectors in which corporate 
behavior must be modified to serve the 
public interest; 
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e the so-called ‘‘soft sectors,” that is the tex- 
tile, clothing, furniture and leather (footwear) 
goods industries, would also be protected; 


e production in Quebec of products for which 
the Quebec government and its institutions 
are major purchasers would be encouraged. 


Clearly the objectives of the Parti Québécois 
are to enhance Quebec’s share of production 
of a range of products produced across 
Canada. At the same time, the party is under- 
standably intent on maintaining production 
levels within the province’s traditional areas of 
specialization. These areas, e.g., the textile 
industry, are not threatened by other Canadian 
producers, but by imports from countries 
where wages are much lower. If these indus- 
tries are to survive, high rates of tariff protec- 
tion would have to be continued and the pre- 
sumption is that the cost of this protection 
would continue to be borne by all Canadians. 


The economy of Quebec must be strengthened 
and, in many areas, restructured. The commit- 
ment to sharing the strengths and weaknesses 
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of the regions is fundamental to the Canadian 
Federation. But would the rest of Canada con- 
tinue to be as willing to share in the restructur- 
ing of the Quebec economy and share in the 
cost of protecting its traditional industries if 
Quebec were to separate? In short, there 
appears to be fundamental contradiction be- 
tween the economic aspirations of the Parti 
Québécois and its political aspirations. This 
contradiction, in addition to the contradictory 
definitions of economic association apparent in 
the party, must be resolved before the referen- 
dum is held. 


The Issues at Stake : 


As indicated in an earlier report in this series, 
Trade Realities in Canada and the Issue of 
“Sovereignty-Association,’’ Quebec is much 
more dependent upon the rest of Canada as a 
market for its goods than the rest of Canada is 
on Quebec. While an inevitable realignment of 
economic interests following separation by 
Quebec would cause hardship for all provinces, 
the community and employment impact for 
Quebec would be particularly severe. Quebec’s 
employment base is heavily dependent upon its 
sales to the rest of Canada. Hundreds of thou- 
sands of jobs are potentially at stake. 


Aside from how Quebec could weather this 
type of disruption, a number of other issues 
must also be addressed before the referendum 
is held. A few examples are noted below: 


e How would the assets and liabilities of the 
federal government be divided between an 
independent Quebec and the rest of 
Canada? While the Parti Québécois has 
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argued that a rapid division could be worked 
out on the basis of population and income 
shares, the question is extraordinarily com- 
plex. Indeed, the Quebec Minister of Educa- 
tion, the Hon. J.-Y. Morin, has already men- 
tioned two possible exceptions to the 
liabilities side of the ledger: 


The seceding state may declare that it is not respon- 
sible for certain war debts and that it does not have 
to endorse the debts contracted by Ottawa to 
finance certain special projects in other provinces. 


The asset side is even more complicated. 
Dividing up the assets of Canadian National 


Railways and Air Canada, determining the 


management of the St. Lawrence Seaway and 
a host of other federal properties would involve 
long and arduous negotiating in a climate much 
less favourable to co-operation. 


How would the currency issue be resolved? 
Would Quebec have its own currency or 
would it be possible to have a joint currency 
and central bank, as envisioned by Premier 
Lévesque? Resolution of this question is of 
critical importance for Quebec. The uncer- 
tainty surrounding the question could give 
rise to enormous financial and investment 
losses for both Quebec and the rest of 
Canada. 


How would manpower mobility be affected 
by Quebec’s separation? Would Quebeckers 
continue to have the right to move across the 
country and participate in a wider range of 
employment and income opportunities? 


These are just some of the questions that must 
be addressed before the referendum is held. It 


is not sufficient to argue that they could be 
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resolved after the referendum. The strains on 
unity of these negotiations after a referendum 
could be such as to make reconciliation impos- 
sible and separation unavoidable. 


The Federal System 


In this context, then, all Canadians should 
reflect seriously upon the flexibility of the fed- 
eral system and how it can be changed to 
inspire the confidence and support of all 
regions. Since federalism is the most advanced 
form of economic association, its advantages 
should be examined and compared with other 
forms of economic association. = 


Quebec, within the Canadian Federation, has 
made some rather remarkable achievements. It 
is second only to Ontario in terms. of manufac- 
turing and it is much less dependent upon 
primary resource activities than other prov- 
inces. Its growth performance since 1961 has 
been higher than several industrialized coun- 
tries, including the German Federal Republic, 
Switzerland and Sweden. Personal income has 
risen very rapidly and it has one of the highest 
standards of living in the world. 


Despite these accomplishments, serious eco- 
nomic problems confront Quebec. Unemploy- 
ment is very high and the manufacturing sector 
has pressing structural weaknesses. These and 
other problems pose an enormous challenge 
that will require the application and co-ordina- 
tion of the vast resources of Canada. One of 
the fundamental strengths of federalism, in 
fact, is the ability and demonstrated determi- 
nation to draw upon the overall wealth of the 
country to address the problems of the various 
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regions. It is difficult to imagine how the sepa- 
ration of Quebec would help in meeting the 
challenge it faces—particularly in restructuring 
its industrial base. 


lronically, a number of the Parti Québécois’ 
economic policies could not be implemented or 
would be extremely difficult to implement in a 
less advanced form of association. The Euro- 
pean Common Market, for example, does not 
permit the use of preferential purchasing poli- 
cies by member states. Canadian provinces, on 
the other hand, make extensive use of prefer- 
ential purchasing to support their industries. 


Conclusion 


Examples of economic association can be 
found throughout the world. These associa- 
tions, including those in Western Europe, have 
been founded on the desire to realize the ben- 
efits of co-operative decision-making and the 
extension of markets. They have led to the 
gradual integration of the economies of the 
participating countries and the establishment 
of supranational policy institutions. 


The essential question is whether or not the 
European experience is applicable in Canada. 
This must be doubted, because events in 
Europe have been the reverse of what the 
advocates of sovereignty-association propose. 
The European Common Market and, to a lesser 
degree, other economic associations in West- 
ern Europe, represent a move toward political 
federation. Canada, of course, already is a 
political Federation and majority support for 
sovereignty-association in Quebec would have 
to be interpreted as a desire to end member- 
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ship in that Federation. The spirit of intent, in 
short, would be the opposite of that leading to 
the establishment of economic associations in 
Western Europe. 


The seriousness of the decision requires that 
the choice presented by the Government of 
Quebec is clearly understood and that the 
consequences of separation are fully dis- 
cussed. 


The type of economic association envisaged by 
the Parti Québécois would entail major depar- 
tures from the economic association now pre- 
vailing and it would result in a much less inte- 
grated form. The notion of a limited customs 
union is very different from the concept 
described by Premier Lévesque on various 
occasions. Further, other ministers of the Gov- 
ernment of Quebec have indicated differences 
of opinion on certain key concepts—such as 
monetary union or the creation of a separate 
currency for Quebec. 


In short, the nature of the sovereignty-associa- 
tion proposal remains to be defined. It is clear, 
however, that the proposals would require sig- 
nificant concessions from the rest of Canada. 


The whole question of an economic association 
would, of course, have to be negotiated. And 
the experience in Europe shows that negotiat- 
ing an economic association is extremely dif- 
ficult. Negotiating after expressions of a desire 
to separate politically might prove to be virtual- 
ly impossible. 


In this context, it is not plausible to expect that 
political separation for Quebec could at the 
same time lead to the realization of the eco- 
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nomic objectives of the Parti Québécois. For 
sound economic reasons, the rest of Canada 
would present a very uncompromising stand on 
the issue of negotiating a customs union with 
Quebec. This is all the more likely given the 
long list of exceptions to the customs union 
contained in the official Parti Québécois 
platform. 


Inevitably, trade would continue between 
Quebec and the rest of Canada, but the extent 
of the relationship and the conditions of trade 
could well be different from those that prevail 
currently. Severe dislocations would almost 
certainly arise and many communities depend- 
ent on industries such as the textile industry 
would no doubt be particularly affected. 


The advocates of sovereignty-association also 
must explain how assets such as Air Canada, 
the Canadian National Railways and the exten- 
sive federal network of buildings, ports, and 
other facilities would be divided. Perhaps most 
delicate of all is the question of monetary union 
or the establishment of a separate currency for 
Quebec. The implications of this question 
involve all Canadians and the manner in which 
it is handled could provoke very disturbing 
consequences for currency values and the flow 
of investment. 


The prospects for sovereignty-association 
appear to be at best doubtful. They are in 
sharp contrast to the reality of the Canadian 
Federation. The Government of Quebec has a 
very high degree of freedom of action and it 
has the power within the Federation to carry 
out most of the economic program of the Parti 
Québécois. Ironically, the federal framework 
allows Quebec to carry out initiatives it could 
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not undertake if it belonged to an economic 
association such as the European Common 
Market or that between Belgium and Luxem- 
bourg. 


The economic challenge facing Quebec will 
require the collective strength of Canada to 
ensure that its industrial base is put on a 
strong competitive footing. 
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